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Foreword 

The Utilities Regulatory Authorit y (URA) Commission is pleased to issue regulatory guidelines applicable to 

independent power producer s (IPP) entering into power purchase agreements (PPA) for the generation and 

supp ly of electricity (case U-0003-14). These guidelines describe the regulatory framework as it pertains to 
third-par ty independent power producers generating and selling electricity to utilities. Th e guidelines and 

regulatory processes described in this document are designed to improve reliability, promote competition, and 
clarify the relationship and procedures for utilities and IPPs to transact electric power for the benefit o f the 

Vanuatu consumers. 

The URA Comm ission support s any projects that impro ve the cost-effective prov is1011 of electricity in 
Vanuatu, either by increasing access where it is currently unavailable, or by impro ving efficiency and 
achieving the Commi ssion's goals of least cost generation and promoting renewable energy. Ove r the longer 

term, independent electricity generation offers the potential for com petition in the market, providing long­
term benefit s for consumers. The E lectricity Suppl y Act has been amend ed in recent years to prom ote 

competition in generation. The URA encourages and shall facilitate such projects, pro vide appropriate 

support to the Gove rnm ent, utilities and investors, and protect the long term-interests of consumers. 

Th ere are several ongoing projects that may result in IPPs building generation facilities in Vanuatu for sale of 

electricity, particularly in the Efate network. One key factor in all of these projects is the drafting and 

negotiation of the PPA Th e curre nt legislative and regulatory framework does not specify the basic 
parameters of such an agreement. This document describes the parameter s and a process that will provide a 

level of certainty to IPP s and utilities, while also prot ecting the interests of customers. 

By establishing these guidelines, the URA Commission hopes to provide a clear regulatory framework that 

enables investment in efficient electricity generation capacity thro ughout Vanuatu. 

J ohnson Naviti, Chairman 

Hasso Bhatia, PhD, CEO and Commissioner 

John Alilee, Executive Commissioner 
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1. Introduction 

1.1 Purpose of this document 

Th ese regulatory guidelines are provided to interested persons in the matter o f Power Purchase Agreeme nts 

(PPA) for the generation and suppl y of electricity. Th ey explain how indepe ndent powe r prod ucers (IPP) and 

PP .As will be regulated in the existing electricity netwo rks in E fate, Luganville, Tanna, and t\Ialakula. Included 

in this docume nt are: 

• Clarification of the legal sta tus of IPP s and the regulatory framework 

• Descr iption of how IPP s impact co nsumer prices, and how the price impact will be estimated 

• D escription of the process for a tariff adjustment due to an IPP arrangeme nt 

1.2 Background 

All four of the existing electricity netwo rks in Vanuatu (E fate, Luganville, T anna, and Malekula) are currently 

vertically integrated, meaning tl1at in each netwo rk the generation, transmission , distribution and supp ly of 

electricity are all performed by the same comp any pursuant to an exclusive concession. In 2010 the E lectricity 

Supply Act was amended to, amongst others, specifically allow for electricity to be generated by other parties 

for sale to the utility concessionaire. To date, no major projec ts have resulted in such an arrange ment. 

Howeve r two significant IPP proj ects are currently under serious consideration : 

• 4t\I\'v' (expandab le to 8t\I\X0 geotherma l power station at Takara in Nor th Efa te 

• 500-730k\'{/ photovo ltaic army on Parliam ent H ouse and Meteo Building, donated by UAE . 

In order to in form these potential projects and oilier future projects, the URA wishes to set out the 

regulatory framewo rk for IPP and PPA arrangements. 

1.3 Legal context 

Th e legal framework of the energy industry in Vanuatu is primarily based on the following legislation and 

contracts 1: 

• Utilities Regulatory Authority Act (URA Act) 

• Electricity Supply Act 

• Geot hermal Energy Act 

• Concession for the Ge neration and Public Suppl y o f Electr ic Power in Por t Vila 

• Concession contrac t for the Ge neration and Public Supply of Electric Power in Tanna island 

• Concession contrac t for the Ge neration and Public Supply of Electric Power in Malekula island 

1 The contractual situation in Luganville is sub ject to a new tender process. However any new arrangement will be 
subject to existing legislation. 
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2. Regulation of IPPs 

2.1 Definitions 

For the purpose of these guidelines, an IPP is defined as a genera tion facility that is built for the sole purpose 

of selling wholesale power to a utility. This definition does not include small-scale genera tion by customer s, 

such as with home solar systems as defined in U-0002-14 Final Order Ju ly 2014. Power sold by an IPP is 

referred to as wholesale power, and the price at which it is sold as the wholesale price. 

A PPA is a contract between two parties, one who generate s electricity in order to sell (the IPP) and one who 

purc hases the electricity (the utility) for distributio n and sale to end-use custom ers. The PPA sets ou t all of 

the commercia l and technical terms for the sale of electricity between the two parties including the schedule 

for delivery, wholesale pricing and the term of the agreem ent. The PPA is a key instrume nt for projec t 

financing as it define s the revenue stream, project param eters, and credit quality of the buyer and seller. 

2.2 Role of the regulator 

The purpose of the URA is to regulate utilities to: 

• Ensure the pro vision of safe, reliable and afford able electricity services 

• Maximize access to electricity thro ughout Vanuatu 

• Promote the long-term interests of consume rs 

• Ensure Least Cost Generation (LCG) 

In the case of IPP project s, the aim of the URA is to: 

• Encourage IPP project s that will contribute to least cost generatio n (LCG) in the long term; 

• Ensure that customers benefit from IPP project s throu gh lower prices and/ or improved reliability; 

• Ensure that con sumer electricity prices are timely adjusted to pass the bene fits of IPP projects on to 

consumers; and 

• Ensure that IPPs, investo rs, utilities and consumers are treated equitably and fairly. 

In order to achieve its purpose , the URA has the genera l power to do anythi ng necessary and convenient in 

the exercise of its function s. Additionall y, the URA has the following powers defined by the URA Act: 

• Es tablish and monitor · safety and reliability standards for utilities and IPPs 

• Set the maximum price that can be charged by a utility 

• Set the maximum price that can be charged by an IPP (although the URA does not expect to use this 

power in most cases, as discussed later in this document) 

• Request any specified information or docum ents from a utility or IPP 

• Inves tigate anti-comp etitive behaviour 

• Require a utility or an IPP to confer with the URA as to the manner in which it carries on any 
specified activity in relation to electricity services 
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2.3 Regulation of IPPs 

The URA Act de fines a regulated service as " the supply o f electricity or water to a consumer (for a fee) and 
includes all proc esses leading up to that supply". Th e generation of electricity by an IPP is therefore a 

regulated service, subjecting IPP s to the URA Act. 11-us means that IPPs are subject to the same safety and 

reliability standards and repor ting requireme nts as utility companies, as well as to the same anti-com petitive 

protections laid out in the URA Act. 

The URA determines the maximum price charged by utilities to customers. Purchasing power from an IPP is 

likely to have an impact on the overall power costs of the utility, and as such will impac t consumer prices . It is 

therefore imp ortant for a utility to know the tariff impact o f a potential IPP project and how the URA will 

adjust the consumer price, before signing a PPA 

Th e pricing powers o f the URA also extend to wholesale pricing; however it is not pre ferred to preset by an 

order of the URA a maximum price to be charged by an IPP. It would be useful for the developer IPP to 

know how the URA will determine the pass-t hroug h of wholesale price to consumer prices in order to 

facilitate financing and assess the bankability and econo nuc viability of the propose d project. 

Further, the URA Act (as amended) defines an electricity prod ucer as "a person who genera tes electricity for 

sale to a utility and who is not a related entity to that utility". The role o f the URA in dispute resolution 

includes assisting to resolve disputes between a utility and an electricity producer, at the request of any party 

involved. 

In summary, the role of the regulator is to ensure fair market practice and that IPPs and PPAs deliver 

consumer benefits, by doing the following: 

• Ensuring the IPP leads to least cost generation for the utility system and meets their requireme nts 

• Timely adjusting prices to pass through benefits to consu mers as a result o f IPP generation; 

• Preven ting anti-competitive behavior; and 

• Resolving disputes between the par ties having or entering into a PP A. 
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3. IPP impact on consumer prices 

The viability of an IPP is assessed based on its ability to produce power at a lower cost than existing or 

alternative generation options available to the utility. By purchasing power at a lower cost than it can generate, 

a utility reduces its overall costs, which then can be translated into lower prices for customers. In practice this 

means that a utility needs to have a clear view of the prices it can charge the consu mer befo re it signs a PPA 

with an IPP. In order to provide this certainty, the URA will issue an order describing the tariff adjustment 

that will apply upon the conuni ssioning of the IPP generation unit. 

3.1 Conditions for tariff adjustment 

In ord er for the URA to determine the tariff adjustment as a result of a PPA, the negotiating parties should 

demonstrate the following: 

1) Least cost ge nera tion: 11us is defined as the mo st cost-efficient means of electricity generation, over 

the longer term. An IPP will contribute to least cost generation if the average total cost of delivered 

energy when their energy produ ction is added to the generation mix is lower than whe n compared to 
oth er feasible options. 

2) Customer b ene fit: Customers will benefit from improved generation efficiency through lower prices . It 

is po ssible for custom ers to benefit from improvements in se1vice quality, reliability or price stability, 
even if prices are not reduced. 

3) Fa ir treatment of all parties: There should be a realistic and fair balance of risk and no unreasonable 

excess profit margins for any party. 

The first test of the competi tiveness of a prop osed IPP arra ngement is to compare the estin1ated levelised 

cost of energ y of the IPP with the variable costs of existing generation it will be rep lacing. If the IPP's price 

of delivered electricity (including delive1y costs) is lower than the variable cost from the highest priced 

electricity generator of the utility, then it is likely that IPP purchas e will contribu te to least cost generation. 

The optimum generation nux can be estimated by per fonrun g re-dispatch analysis, with and without the IPP, 

indicating whether or not generation costs can be reduced in th e short or long term. 

Therefore in order to calculate the impact on the overall cost of electricity, the IPP must first estimate their 

levelised cost of energy (LCOE), includin g capital costs, at wluch it is willing to sell energy to the utility. The 

utility must then asses how much tlus will affect their average prod uction costs taking into account the 

following: 

• Avoided cost of fuel and any other operatin g cost reductions 

• Impa ct on spinnin g rese1ves of int ermitt ent power sources 

• D ista nce to load centres and cost of additional transmission network 

• Network strengthe1un g and reinforcemen t 

• Impact on system losses 

• Asse ts stranded 

Any subsidies or aid donations included in the IPP arrangeme nt should be re flected in its costs . 

Utilities Regulatory Authority , U-0003-14 Commiss ion Order, June 2015 
Page 7 



4. Application process 

Althoug h within its legal authority, at this time the URA does not require that an IPP seek a PPA appro val 

from the URA . It should however inform the URA that an IPP is being planned with genera l profil es of the 

project, utility need , co sts . Thi s Order describe s the factors the URA is likely to co nsider when assessing the 

impact on the utility's costs and consume r price s resulting from the PPA, and how it may affect system 

reliability. 

In tandem with the PPA negotia tions, the utility should make a Tariff Adju stm ent App lication ou tlining the 

details of the proj ect and the tariff impact resulting from the prop osed purchase of power from the IPP . Th is 

sho uld be done in all cases, regardl ess of whether the utility con siders the PPA to be tariff ne utral. Ideally it 

should be a joint application suppo r ted by a draft PPA, howeve r separate application s can be made if there is 

no initi al mutual agreement. In such cases, the IPP may file an applicati on with the URA sup portin g its 

proj ec t and the propo sed PPA and ind icate point s of disagree ment with the utili ty, and the URA can assis t 

with discussion s and potentiall y reso lve any dispute s. In the event dispute cannot be resolved informally, 

either party may file a formal comp lain t with th e URA as pro vided in section 19 of the URA Ac t. 

In case of an application filed by a utility seeking approva l of a tariff adju stme nt to cover PPA costs , a 

detailed analysis of the optio ns, costs and quantiti es must be pro vided to justify the PPA. T he URA believes it 

is primaril y th e respon sibility o f th e utility to establish that th e PPA is the least cost generation optio n for its 

incremental powe r. 

At a rninin1um, th e following documents should be provided, describ ed furth er below : 

1. Tariff Adjustme nt App lication 

2. Draft PPA 

3. Suppl em entar y in formati on 

4.1 Tariff Adjustment Application 
Jn order to fully assess the imp act th at the IPP will have on consum er tariff, the applicatio n for a tar iff 

adju stm ent should include: 

• D emonstr ation of th e need for th e pur chased quantity, based on dem and / capacity balance, adequate 

reserves, etc . 

• Cost assumpti ons 

o IPP build co sts 

o Runnin g cos ts 

o Usefu l lives of generat ion equipment and amortizatio n schedu le 

• Avoided cos ts over the proj ect life 

o Shor t term costs (e.g. fuel saved) 

o Long term cos ts (e.g. incremental capital cost, disposition of stranded assets) 

• Calculation of cost of productio n per k\'(/h (PPA tariff) 

• Changes to tariff adjustment formu la (if appli cable) 
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The Tariff Adjustment Application document should demon strate how the tariff is calculated, and provide 

supporting information for assumpti ons (i.e. quotation s, cost estimates, benchmark data). If there are factors 

that are either highly variable or unpredictable (e.g. build costs), the application should include any conditions 

that could vary the tariff adjustment. For example, the tariff application sho uld include a descriptio n of how 

the benefit s of any major cost savings during the facility construction will be shared with customers. 

4.2 Draft PPA 

Supporting the Tariff Adjustment Application, a draft PPA should be provided to the URA. The draft PPA is 

a document that will set out the legal agreement between the utility and the IPP . 

The draft PPA should includ e the following information: 

' PPA section Description 

Purpo se of the contract This should be a brief outline as to what the aim of the PPA is, i.e. what the 
desired outcom e is. 

Definition s All terms in the draft PPA mu st be clearly defined so there can be no 

misinterpretation and the language used should be exact. 

De scription of the facility This should list exactly what the proposed IPP facility is, fuel type or whether 

renewable , size, base load or intermitten t, etc. and list any equip ment that 

belongs to it. This should also include the details of the construction and 

commission of the power plan t, for instance if the power plant is being fully 

or partia lly funded by a donor agency; 

Delive1y o f produ cts and This section should cover any obligations to buy or sell the products, for 
conne ction to the grid instance whether the buyer is obligated to purchase all electricity produced no t 

taking into account its demand, option purch ase, etc. In addition it should 

include the scheduling and delivery of the energy as well as what will happen if 

there is a failure of the seller to deliver the energy, i.e. what consequences 

there will be for the seller and what compe nsation, if any, will be due. 

Conversely there should be details as to what happens if the buyer fails to 

accept delivery of the electricity produced. Also inclu de any minimum 

quantitie s guarant eed by the seller 

As well as the delive1y of energy there should also be details of where the 

connection to the grid will be, and provision for changes to this if necessary. 

Performan ce of contract Thi s includ es the seller noti fying the buyer about per formance, as well as 

details of condition s for allowing the purcha ser to visit the IPP site, verify 

operations, etc. 

Th e effective date and the The effective date is the day from which the agreement begins and the term of 
term of the agreement the PPA is the length . 
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Price and payments This should set out the price for the electricity over the term of the contract. 

\Vhile in some cases the price may not be fixed, it should be clear \vhat the 

price is linked to. The contract payments should be in \Tatu so as to protect 

the buyer and ultiinately the consumer from exchange rate risks. This section 

1nay also include for instance change in the prices if the project over runs, or if 

there is not enough demand to accept all the electricity being produced. 

\'(lhile it is the responsibility of the seller that the project is bankable and meets 

lender/investor criteria, the tariff methodology should clearly define the major 

parameters to allo\v parties to fully understand the terms of the PPA and the 

economic viability of the project. And that revenue generated will sufficiently 

cover reasonable costs, including capital costs. From the regulatory 

perspective, the main criteria is \vhether the tariffs required by the PPA are 

reasonable and contribute to the utilities least cost obligation. 

Breaches of contract, This should cover \vhat \Vill happen if there are breaches in the contract from 

limitation of liabilities, either party as \veil as any possible remedies. In addition it should state under 

suspension, amendment and \vhich circu1nstances the contract can be suspended or a1nended. 

fermentation of the contract 

Insurance and \varranties This should detail \vhat insurance is in place for the IPP in relation to the 

business as \veil as the assets, and \vho bears the cost of the insurance. 

f'vlutual covenants and force There should be a section stating under \vhat circumstances there can be 

maieure outages for maintenance and \Vhat happens in the case of a force majeure, 

stating exactly \vhat this covers. In addition the allocation of dispute costs 

should be outlined. 

Taxes and legal issues This section should detail \vhether any changes in tax \Vhich result in an 

increase or decrease in the cost of producing electricity are passed onto the 

buyer as \veil as \vhich party incurs the expense of acquiring and maintaining 

permits and licenses etc. 

Applicable laws The laws applicable to the PPA ,vill be Vanuatu law and this should be stated 

in the contract 

4.2.1 PPA Term 

The Tenn of the PPA is an important factor for project viability assess1nent. Lenders and investors \Vill look 

for a long tenn PPA that \Vill ensure capital recovery. It may also be beneficial for the buyer to enter into a 

long term agreement as this would provide price stability, adequate capacity and reliability. The URA will take 

both of these factors into account \Vhen considering a proposed term of the PPA. Ho\vever the URA also has 

the aim of ensuring least cost generation is achieved and by agreeing to long term PPA's \Vith fL"Xed prices, the 

URA is limiting its options to seek cheaper energy for the consumer in the future, therefore it is the URA's 

belief that there must be a balance between the two conflicting goals. 

The URA believes that the length of the loan period and debt service is the important element in the !PP and 

PPA terms. Typically lenders extend debt for a period of 10-12 years. Th.is is critical factor in a PPA 

structuring, cash flo\vs, etc. Therefore, a reasonable approach \vould be to set the PPA term matching the 
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term of the loan. This encourages the developer to seek and garner longer term loans and thereby lower debt 

service and cash flow requirements. For depreciation/ amortization purposes a straight line method over the 
life of the pro ject shall still be used. 

Another factor regarding the PPA term is in relation to the length of concessio n contract held by the utility. 

In a case where a propo sed PPA extends beyond the encl o f a utility's concess ion contract, the Govern ment 

should co-sign the contract to guarantee that the PPA terms will be included in any re-ten der of the utility 

concession. Additionally, the URA Tariff Adjustmen t Order will continue to apply after the end of the 

concess ion con tract , meaning that the consumer price pass-throu gh mechanisms will be maintained for the 

new utility. This pro vides the IPP with the required assurance that the PPA terms will be included in any 
subsequent utility contractual arrangements. 

4.3 Supplementary information 

In addition to the tariff adjustment and the draft PPA, some supplementary information should be included. 

The type of information depends on the IPP but may include: 

1. Fundin g sources and length of the loan and terms of the loan (especially donor funds) 

2. Analysis of the risk factors involved, both construction and operation and who bears the risk 

3. Demand forecasts to demonstrate the need and consumption pote ntial for electricity prod uced 

4. E nvironmental and social impact assessment 

5. Transmission agreement and connec tion poin t 

4. 3.1 Transmission Arrangements 

Centra l to a PPA is the agreement between parties as to the point of delivery of the IPP off-take, and 

respo nsibility for bringing power to that delivery point. 

Tra nsmission planning is an integral part o f generation plannin g when new generation capacity is envisaged­

be it utility-owned or an IPP . Prim arily it is the obligation of the power prod ucer to plan for and invest in any 

line extension to connect from the bus bar to the nearest grid. This investment is an impo rtant factor in 

evaluating the econo mic viability and LCG. Th e line extension and connectio n costs are separately analyzed 

as it may have broa der in1pact on system stability, losses, and in some cases locationa l decisions for the IPP. 

A Transmi ssion Agreemen t is a companion to but separate from the PPA. Sometimes the costs of 

transmission may be rolled into the PP A. In other cases the off-taker may agree to the line and connection 

investment. A great deal o f buyer-seller cooperation is necessary to arrive at a transmission agreeme nt, 

connection terms, etc. The URA shall treat the transmissio n arrangement as an integral elemen t of assessing 

the IPP viability, cons umer price impa ct and the PPA approva l process . 

4.4 Decision process 

Once an application for a tariff adjustment 1s received, it will be reviewed by the URA. If additional 

information is required from any of the parties, this will be requested by the URA in the process of drafting 
its Preliminary Dec ision. 
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4.4.1 Preliminary Decision 

The URA will analyse the data pro vided and will issue a preliminary decision. T he Preliminar y D ecision will 

be subject to public consultation, respecting any relevant confidentia lity issues . If the URA believes that the 

proposed arrangements are not optimal, the URA may recommend amended term s. 

4.4.2 Consultation 

As the PPA will have an effect on consumer pnces, the suggested tariff adjustment will unde rgo public 

cons ultation. T his will be particu larly important in the case of a poten tial increase in short term tariffs, even 

if there is a long term benefi t. In the case that there is any disagreement between the parties involved, the 

consultation period may include discussions between the parti es in order to come to a resolution. After a 

period of time, if th.is has not happ ened the URA may recommend that there is pause period followed by a 

new draft PPA. 

4.4.3 Final Order 

Once feedback from all stakeholders has been considered, a Final Order will be made on the tariff 

adjustment. Thi s will be based on all information gathered to that point, and will provide a clear description 

of any tariff adjustment, the conditions upon which it is dependent, and the imp lementation process. 

4.4.4 Affirmation by the URA 

\'\!hen the URA approves the tariff adjustment (pursuant to the detailed review of the term s of the PPA and 

benefits to the conswners) the URA is basically gran ting a clearance to the IPP and the utility that the PPA 

costs shall be allowab le expenses in the retail tariffs when the proj ect is com plete and commissioned. It would 

be unfair of the Ulv-\ to second guess whether the project is cost effective and least cost at the time of its 

com missioning . Therefore, if the IPP is successfu lly com.pleted and delivering power as agreed in the PPA, 

then the Ulv-\ commi ssion is committed to allow the pass-through of costs incurred according to the PPA 

term s previou sly approved . 
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5. Submissions 

Two submissions were received in response to the Preliminary Guid elines documen t, from UNELCO and 

Geody namics . Thi s section describes some specific issues raised in the submissions, and summarises the URA 
Commissio n' s findings. 

5.1 Assurances to IPPs 

In UNE LCO' s submission , three specific question s were raised around specific assurances that the URA 

could pro vide to IPP s. Th ese questions are shared and responded to below: 

... does the Govemme11t ef the URA ,vish to provide ... some level ef asJ't/rance that the ge11eratio11 costs 1vill be 

flt!!J recovered through mstomer e11d-tm~ffs (Since UNE LCO 1vill 11at11ral!J condition the promreme11t and 

continued payment ef a,!Y IPP generation to the fad that such costs can be flil!J recovered from the end­
co11J't11ne1)? 

Thru st of this document is to bring a level of certainty to buyer and seller that once approved and found 

reasonable, URA shall stand behind its conunitm ent to allow cost recove1y . In order for a third party (and a 

utility) to be assured that the cost s associated with an IPP are passed through to customers, these guidelines 

describe the proce ss throu gh which a Tariff Adjustment will be applied for and processed. A URA Order 

confirming the impa ct on consumer tariffs of an IPP will pro vide the necessary assurance to both parties. 
Thi s is furth er affirm ed in Section 4.4.4 above . 

... does the Govemment or the URA 1JJith to provide ... some level ef assurance that it 1vill step in lo take over 

the po1ver pJtrchasing contract after the natural term ef UNE L CO '.r concession in 2032 (since the 

concessionaire can nalttra!!J on!J COJJJmit to generation co11/racts over the term qf its concession agreeJJJent)? 

This issue is discussed in section 4.2.1 above. In cases where an IPP desires a PPA to be longer than the 

remaining length of a conce ssion contr act, the under standing shall be betwee n Government and the 

concessionaire whether the successor entity is willing to assume the con tract; however URA shall honour the 

PPA und er the initial terms, regardless o f who the successor buyer is. It would be prudent that URA shall be 

consulted when a transfer of concess ionaire is undertaken . 

... does the Government or the URA 1vish lo detmnine a base level ef expected sefe!J and e11viro11me11tal 

practices that should be respeded l?J potential IPPs? 

As mentioned in section 2.3 above, an IPP is defined to be a utility and is subject to any safety and reliability 

standard s issued by the URA. Furth ermo re, an IPP would also be subject to any oth er relevant planning, 

safety, environme ntal and other regulations issues under Vanuatu law. 

5.2 Powers of the URA 

In UNE LCO's submission, various claims were made regarding the legal power of the URA to regulate IPPs 

and PPA s, in parti cular questionin g the power of the UR.A to regulate IPP s. Th e URA Conuni ssion is 

satisfied that everything in these guidelines is within the power of the URA. 
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5.3 Forecasts of diesel price 

In Geo dynamics' sub mission, they state: 

In a diesel dominated production environment the mlc11/atio11 ef "minimizing long-mn incremental (margina~ 

costs" at a minimum requires a long-nm Joremst ef the diesel price. Georfynamics J1Jould like to better 

understand hoJ1J the UR/1 J1Ji!! make thCJ"e foremsts. 

\'\/hen making assessments around the future generatio n mix, some kind of assumption of the diesel price 

must be made. In cases where long-t erm forecasts are required, the URA will make use of any publicly 

available forecasts applicable in the region, such as by SPC, and formulate scenarios to reasona bly infor m 

decision making. 

5.4 Government policy incorporated into tariff setting 

In Geo dynamics' submi ssion, they state: 

Given the Governments dear poli91 direction ef meeting aggressive reneJ1Jable emrgy tmgets, Georfynamics 

J1Jould like guidance as lo ho,v Govemment poliry is inco,porate into tar/ff setting. 

The URA agrees that there is a clear Go vernment po licy to increase the use of renewable energy in Vanuatu. 

Furthermore there is also a clear mandate to the URA under the URA Act to ensure the affordability and 

least cost generation . In ord er to balance these, the URA will seek to ensure that the cost benefits o f any 

renewable energy project are passed on to consumers, making energy mo re affordab le. In a situation where 

additiona l renewable energy is possible with an increase in tariffs, the URA will consult with the Gov ernmen t 

and the public before arriving at a con clusion. Primary driver however would be cos t minimization to end 

user, subject to renewable policy con siderations . Other factors such as fuel diversity, reliability, local 

economic impa cts may also enter into the equation . For examp le marginal costs differences would dictate in 

favour of ren ewable, other things being equa l. 
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6. Commission order 

Findings 

Based on the staff analysis and submissions received, the Commission finds that: 

• Competition in the power generation is impor tant factor for long term cost reductions and efficient 
power supply 

• It is imp ortant for the URA to supp ort potential IPP projects that can benefit electricity customers in 
Vanuatu 

• Clarifying the impact o f an IPP on the con sumer is a key role for the URA in the develop ment of an IP P 
project 

• URA must provide assurance to potential parties to a PPA that the approved terms are honoure d 

• A Tariff Adjustment Application pro cess, as described in this Ord er, will provi de the URA with the 

required informati on to determine the impact of an IPP on the consume r price 

• The UR.A has the power to do all things described in this Order 

The Commi ssion there fore: 

1. Esta blishes that a utility or potential IPP may submi t a Ta riff Adjustment .Application prior to signing 

a PPA following the Guidelines described above. 

2. Recommends that UNELCO and the D epart ment of Energy submit a Tariff Adjustment Application 

for the solar genera tion system to be installed at Parliament House and the Meteo Building, at an 

appropriate time. 

3. Reconune nds that UNELCO and Geo dynamics submit a Ta riff Adjustment Application for the 

proposed geothermal station at Takara, at an appropriate time. 
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7. Execut ion Page 

CEO and Commi ssioner Chairman 

Ha sso C. Bhatia, PhD 

Date_}__<$/ !5 

Executive Commi ss ioner 

John AWee 

John son Nav iti Matarulapa Marakipule 

Date \?,/OfJj\S 

Seal of the Utilities Regulato1y Aut hority 
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Utilities Regulatory Authority 

Vanuatu 

You can access the U-0003-14 Commission Order June 2015 on our \Vebsite \V\V\v.ura.gov.vu or by 
contacting us by telephone (+678) 23335, email: breuben@ura.gov.vu or regular mail at U-0003-14, Utilities 
Regulatory Authority, PMB 9093, Port Vila, Vanuatu. 
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